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Commodity price trends and 
implications on inflation and growth 

 

Overview CITIC Securities Research 
  
Commodity prices have accelerated strongly due to global recovery and 
approached gradually to their pre-crisis level. Where will trend in 2011? How 
will they affect global inflation and growth? We attempt to answer these two 
questions from a very macro perspective.  

Based on analysis on the general factors at global level, together with the 
specific factors linked to each market, we draw a picture of commodity price 
trends in 2011 as follows.  

• Energy prices are likely to fluctuate in a reasonable band with a moderate 
upward trend, with oil prices moving in a range of USD 80-120 per barrel 
this year. Geopolitical risk could cause oil prices very volatile in the short 
term but will not last long. 

• Food prices will continue to face tight upward pressure early this year. 
Due to a quick adaptation and increasing planting, we expect food 
production to rise and then food prices to fall, unless another severe bad 
weather shock. 

• Base metal prices are to keep rising, as long as its largest consumer – 
China – keeps its growth above 9% YoY in 2011 pulled by investment on 
high speed railway, welfare housing and western region development. 
But the size of the hikes is likely to be moderate given the reasonable 
levels of stocks. 

• Precious metal prices including gold in particular will continue to trend 
upward given remaining concerns on European debt crisis and global 
recovery and rising inflation in the short term, and strong and persistent 
demand of emerging countries due to appetite of reserve asset 
diversification in the long term. The gold prices are likely to move in a 
range of USD 1300 – 1600 per troy ounce this year. 

The impact of commodity prices on CPI inflation in 2011 will be mild, as 
moderate commodity price hikes are expected. It is further supported by the 
limited pass-through effects of the PPI. These factors, together with the mild 
recovery of the US and Euro zone economies, stability of inflation 
expectations, and lack of second round effects on wages, will prevent an 
overheating in the US and Euro zone. We forecast CPI inflation to be 
2.1%YoY and 2.2%YoY in 2011 and 2012 respectively in the US, and 
2.0%YoY and 1.9%YoY in Euro zone.  

The impact on GDP is also to be limited this year. In terms of impact of 
energy shocks across sector, the tradition and transportation sectors are 
affected negatively most given their high intensity in energy consumption. The 
high tech sectors with less exposure to energy consumption are affected less, 
while the consumption oriented sectors are to be affected latest, as they 
position at the downstream of the production chain.   
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    Disclaimer 
This research report is for information purposes only and should not be construed as an offer to sell or the solicitation of an offer to buy or sell any 

securities in any jurisdiction. The securities referred to in this report may not be eligible for sale in some jurisdictions. The information contained in this 

report has been compiled by CITIC Securities Brokerage (HK) Limited (formerly known as CITIC Capital Securities Limited)  ("CSBHK") from sources that 

it believes to be reliable and (subject to the next paragraph) the opinions, analysis, forecasts, projections and expectations contained in this report are 

based on such information and are expressions of belief only and no representation, warranty or guarantee is made or given by CSBHK or any other 

person as to its accuracy or completeness. All opinions and estimates expressed in this report are (unless otherwise indicated) entirely those of CSBHK as 

of the date of this report only and are subject to change without notice. Neither CSBHK nor its parent and affiliates accept any liability whatsoever for any 

direct or consequential loss arising from any use of material contained in this report or otherwise arising in connection therewith.  

The research analyst(s) primarily responsible for the preparation of this research report confirms that (i) all of the views expressed in this research 

report accurately reflect his or her personal views about any and all of the subject securities or issuers; and (ii) that no part of his or her recommendation 

was, is or will be, directly or indirectly, related to the specific recommendations or views he or she expressed in this report. 

Any investment referred to herein may involve significant risk, may be illiquid and may not be suitable for all investor. The value of or income from any 

investment referred to herein may fluctuate and be affected by changes in exchange rate. Past performance is not indicative of futures results. This report 

does not take into account the investment objectives, financial situation or particular needs of any particular person. Investors are expected to make their 

own investment decision without relying on this publication. Before acting on any advice or recommendation in this report, clients are recommended to 

consider seeking professional advice. 

CSBHK, its parent and/or affiliates and their respective officers, directors and employees, including persons involved in the preparation or issuance of 

this report, may from time to time (1) have a consulting, investment banking or broking relationship with any company referred to in this report; and (2) 

have provided significant advice or investment services to the companies referred to in this report. One or more directors, officers and/or employees of 

CSBHK, its parent and/or its affiliates may be a director of the issuers of the securities mentioned in this report. 

This research report is strictly confidential to the recipient and is not intended for persons in places where the distribution or publication of this report is 

not permitted under the applicable laws or regulations of such places. 

This research report may not be reproduced, distributed or published by any person for any purpose without the prior consent of CSBHK. All rights are 

reserved.  

Regulatory disclosures 

� Further information on the securities discussed in this report is available upon request. 

Investment rating system 

Performance of stock or sector relative to MSCI-China over next 6 months after research publications 

  Rating Remark 

Buy Relative performance over MSCI-China Index >20% 

Overweight Relative performance over MSCI-China Index 5% ~ 20% 

Hold Relative performance over MSCI-China Index -10% ~ 5% 

Sell Relative performance over MSCI-China Index > -10% 

Stock rating 

NR Not rated 

Outperform Relative performance over MSCI-China Index >10% 

Neutral Relative performance over MSCI-China Index -10% ~10% Sector rating 

Underperform Relative performance over MSCI-China Index > -10% 
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